ST 08-0099-GIL 06/25/2008 LOCAL TAXES

The Department's opinion is that the most important element of selling is the seller's
acceptance of the purchase order. Consequently, if a purchase order is accepted in a
jurisdiction that imposes a local tax, that tax will be incurred. See 86 Ill. Adm. Code 270.115.
(Thisis a GIL.)

June 25, 2008

Dear XxXxxx:

This letter is in response to your letter dated April 17, 2008, in which you request information.
The Department issues two types of letter rulings. Private Letter Rulings (“PLRs”) are issued by the
Department in response to specific taxpayer inquiries concerning the application of a tax statute or
rule to a particular fact situation. A PLR is binding on the Department, but only as to the taxpayer
who is the subject of the request for ruling and only to the extent the facts recited in the PLR are
correct and complete.  Persons seeking PLRs must comply with the procedures for PLRs found in
the Department’s regulations at 2 lll. Adm. Code 1200.110. The purpose of a General Information
Letter ("GIL"”) is to direct taxpayers to Department regulations or other sources of information
regarding the topic about which they have inquired. A GIL is not a statement of Department policy
and is not binding on the Department. See 2 Ill. Adm. Code 1200.120. You may access our website
at www.tax.illinois.gov to review regulations, letter rulings and other types of information relevant to
your inquiry.

The nature of your inquiry and the information you have provided require that we respond with
a GIL. In your letter you have stated and made inquiry as follows:

Recently we have opened a new branch of our business in CITY, lllinois. This location
primarily sells commercial turf equipment. Orders are placed by customers though [sic]
outside sales representatives employed by ABC. These orders are negotiated and
placed at the customer’s location. Once the order has been agreed upon, they are then
sent to our corporate headquarters in CITY/STATE for approval and entry into our
accounting system. At this time, terms, trade in values and conditions of the sale are
set. The product is then ordered from our manufacturer; we typically do not have the
product on hand at the time the order is placed. The equipment is delivered to our CITY
location for setup and delivery.

Through review of the lllinois sales regulations based on where sales tax liability is
incurred; we have concluded that since our sales are approved, entered and the product
ordered in STATE that we should only be collecting the base lllinois sales tax rate of
6.25% for these sales. The county and local sales taxes would not apply because the
order is being approved in STATE.

We recognize that to the extent customers pickup [sic] minor repair items from our CITY
location that are actually stocked in CITY that county and local sales taxes would apply.



Could you please confirm or correct our understanding of the application of lllinois sales
tax regulations in these circumstances. If you have any questions or require additional
information to respond to this request please contact me.

DEPARTMENT’'S RESPONSE:

In general, the imposition of the various local sales taxes in lllinois takes effect when “selling”
occurs in a jurisdiction imposing a tax. The Department’s opinion is that the most important element
of selling is the seller's acceptance of the purchase order. Consequently, if a purchase order is
accepted in a jurisdiction that imposes a local tax, that tax will be incurred. See for example 86 lIl.
Adm. Code 270.115(b). The local tax rate, if any, is fixed by the location of the seller, not the delivery
location. The fact that the item being sold is shipped from an out-of-State location or from another
lllinois location is immaterial for purposes of the imposition of local taxes if the sale occurs through
order acceptance in an lllinois jurisdiction imposing a local tax. For these transactions the local tax
imposed in the jurisdiction where the purchase order is accepted will be incurred.

If a purchase order is accepted outside the State, but the property being sold is located in an
inventory of the retailer which is located in an lllinois jurisdiction that has imposed a local tax (see, for
example, Section 270.115(b)(3)), then the location of the property at the time of sale will determine
where the seller is engaged in business for the purpose of determining the imposition of applicable
local sales taxes. In situations in which the retailer has nexus, but both the purchase order
acceptance and the location of the property being purchased are outside of the State of lllinois at the
time of the sale, such sales would only be subject to the lllinois Use Tax at the rate of 6.25%.

Although the regulation cited above (86 Ill. Adm. Code 270.115) deals with the municipal home
rule taxes, the principles outlined in this regulation apply to all local taxes administered by the
Department.

| hope this information is helpful. If you require additional information, please visit our website
at www.tax.illinois.gov or contact the Department’s Taxpayer Information Division at (217) 782-3336.
If you are not under audit and you wish to obtain a binding PLR regarding your factual situation,
please submit a request conforming to the requirements of 2 Ill. Adm. Code 1200.110 (b).

Very truly yours,

Richard S. Wolters
Associate Counsel

RSW:msk



